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Disclaimer

Aither makes no warranties or guarantees, expressed or implied, in
relation to any information provided in this presentation and workshop.
This presentation does not purport to represent investment, commercial,
financial or legal advice, and should not be relied upon as such.
To the full extent permitted by law, Aither excludes all liability for any loss
or damage howsoever arising suffered by the recipient or any third party,
whether as a result of the recipient or third party's reliance on the
accuracy of this information or otherwise arising in connection with this
information.

We value water

About Aither’s Water Market Services
Aither works with businesses, governments and industry groups to enable improved decision making that reflects the value of scarce water
resources. Our understanding of the value of water underpins our economics, policy and commercial advisory services in water markets,

Background

resources, infrastructure and risk.

Australian water management has
undergone a significant period of reform
over the past three decades. The
establishment of water markets has been
a key component of this reform story.

Our specialist water markets services include:

Water markets are now an established
part of agricultural, urban and
environmental water policy,
management and investment in
Australia.
The annual Aither Water Markets Report
provides an overview of activity in the
southern Murray–Darling Basin,
compares market outcomes with recent
years and comments on the future
outlook.
Our latest report is available here.

•

design and analysis of water market policy

•

transaction advisory and investment due diligence

•

portfolio strategy, optimisation and performance

•

water asset valuation services

•

using custom-designed water management frameworks and market modelling tools

Aither’s water markets team works with Australian and international clients who require high quality information, insights and analysis to make
better decisions and achieve improved outcomes. With an expert team of water economists, strategists, and policy and performance advisers,
Aither provides the best available water sector advice.
If you would like to find out more about Aither’s Water Market Services or have any feedback, please get in touch.
Chris Olszak (Director) – Melbourne
chris.olszak@aither.com.au
www.aither.com.au
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Overview

2018-19 – Year in Review

Outlook for 2019-20 and 2020-21

Future supply and horticultural demand scenarios

Options for managing risk

2018-19 Southern
MDB facts at a
glance

Total entitlement market value:

Annual average allocation price:

$22.7 billion

$375 to $460 per ML
(▲ 250% for year)

Value of total entitlement transfers (excluding ICs):

Estimated value of commercial allocation trade:

$699 million

$566 million (approximately)

(▲ 101% for year)

(▲ 200% for year)

Aither Entitlement Index (AEI) 30 June 2019:

Entitlement market turnover (excluding ICs):

223.77 points

4 per cent

(▲ 24% for year)

(▲ 100% for year)

Source: Aither, 2019.

Entitlement
markets

230

Surface water
entitlement markets at
record highs

High reliability
entitlement prices
continue to reach
record highs, while low
reliability entitlements –
with limited value in dry
conditions – have
plateaued.

AITHER ENTITLEMENT INDEX, 2008-09 TO 2018-19

Source: Aither, 2019.

Current broker quotes $6,500+

Victorian Zone 7

HRWS September VWAP $5,870

Entitlement markets

LRWS September VWAP $600

Monthly volume-weighted average prices, July 2018 to present

Source: Aither, 2019.

The outlook
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Victoria – Murray HRWS
Inflow
Conditions

Allocation
outlooks across
the Basin

Allocation outlooks
across all 3 states
contribute to the price
outcomes being
observed.

Victoria – Goulburn HRWS

Similar inflow
season

16 December
2019

17 February 2020

Wet

2010/11

100%

100%

Average

2013/14

73%

87%

Dry

2008/09

47%

52%

Extreme Dry

2006/07

41%

43%

NSW – Murray GS
Inflow
Conditions

Inflow
Conditions

Similar inflow
season

16 December 2019 17 February 2020

Wet

2010/11

98%

100%

Average

2013/14

71%

81%

Dry

2008/09

57%

62%

Extreme Dry

2006/07

52%

54%

NSW – Murrumbidgee GS

1 December 2019

1 February 2020

Wet

0%

0%

Average

0%

Dry
Extreme Dry

Inflow
Conditions

1 December 2019

1 February 2020

Wet

6%

6%

0%

Average

6%

6%

0%

0%

Dry

6%

6%

0%

0%

Extreme Dry

6%

6%

South Australia – Murray - Class 3
Inflow Conditions

Minimum

1 November 2019

1 January 2020

1 April 2020

Exceptionally dry

87%

87%

94%

100%

Extreme dry

87%

87%

100%

100%

Very dry

87%

88%

100%

100%

Dry

87%

90%

100%

100%

Average

87%

95%

100%

100%

Wet

87%

99%

100%

100%

Sources: SA Dept. for Environment and Water; Northern Victoria Resource Manager;
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Where are allocation
prices going?

Prices are
trending upwards
in the Lower
Murray – last
trades over
$950/ML
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Allocation prices, southern MDB, 2008-09 TO 2018-19

Source: Aither, 2019.
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water allocated to purchased Commonwealth environmental water
estimated total water allocated for consumptive use
annual price
System water availability and annual volume-weighted average prices, major trade zones – southern MDB, 2008-09 TO 2019-20 YTD

Source: Aither, 2019.

volume-weighted average price ($/ML)

water allocated (GL)

Water supply drives
allocation prices

8,000

Demand side
scenarios
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1,600
1,400

Aither’s
estimated
numbers

By combining data
sources, Aither has
produced a more
accurate picture of
current water demand
in the connected
Murray.

Volume of water (GL)
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200
0
2015-16 ABS water use
estimate

Aither 2018-19 baseline Aither 2018-19 baseline
estimate (current)
estimate (at full maturity)

Total permanent horticulture water demand
Comparison of water demand from permanent horticulture, connected Murray, 2015-16 ABS estimate and Aither 2018-19 baseline
estimates

Source: Aither, 2019.
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Comparing
supply and
demand

3,000
2,000
1,000
0

Carryover is an
important factor that
provides some
insurance to the
system.

Wet (similar to
2011-12)

Average
(similar to
2014-15)

Dry (similar to Extreme dry 2019-20 (YTD)
2015-16)
(similar to
2007-08)

Volume of water available to all other irrigation industries
Total permanent horticulture water demand
Estimated water supply (surface water)
Esimated water supply (surface water and consumptive carryover)
WATER AVAILABILITY SCENARIOS AND BASELINE PERMANENT HORTICULTURE WATER DEMAND (2018-19 LEVELS), ASSUMES NO
TRADE CLOSURES WITHIN SOUTHERN MDB (EXCLUDING MURRUMBIDGEE)

Source: Aither, 2019.

The Lower
Murray

Permanent horticulture
water demand will
depend on carryover
and inter-regional trade
during extreme
drought.

Volume of water (GL)
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Wet (similar to
2011-12)

Average
(similar to
2014-15)

Dry (similar to
2015-16)

Extreme dry
(similar to
2007-08)

Volume of water available to all other irrigation industries
Total permanent horticulture water demand
WATER AVAILABILITY SCENARIOS AND BASELINE PERMANENT HORTICULTURE WATER DEMAND (AT FULL MATURITY), SOUTHERN
MDB (EXCLUDING MURRUMBIDGEE)

Source: Aither, 2019.

Options for
managing risk
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• What’s your plan for the
short-term?
Securing water over
multiple time horizons
is becoming
increasingly important

• If allocations don’t
improve much
• For next year

• Have you considered all
your options?
• What’s your longerterm business strategy?
• How are you going to
execute?

Concluding
points

• Prepare for the worst, including chance of low
allocations again next year
• There is a new normal with water prices
• Driven by changes in both supply and demand

• Consider your options now
• Get good advice and talk to multiple people

Available now
Download your
copy

http://www.aither.com.a
u/water-markets/watermarkets-reports/

Contact us
Chris Olszak
Director

Phone

+61 425 707 170

Email

Chris.olszak@aither.com.au

Website

www.aither.com.au

